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Report of the directors 
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TO THE SHAREHOLDERS 


On behalf of the Board of Directors, I have pleasure in submitting the Annual Report 
for the year ended December 31, 1971 along with the Financial Statements and the Report of the 
Auditors. 


FINANCIAL HIGHLIGHTS 


INCREASE OR 

1971 1970 (DECREASE) 
Nat ‘Sales? 25) Ses, chee eee eat es ae $4,448,000 $4,720,000 (6%) 
INGE DGOSS aie hte ae re ee ey Ge ca ee 80,000 144,000 (45%) 
Net. Loss per: Common Share: 3 sre... a 82 1.20 (32%) 
Gash Flow trom Opertions (22.42... 122,000 30,000 306% 
Long Teri Debt ics ea ave een cate este cee 764,000 515,000 48% 
Working Capital: uate se tasec utes i eee 380,000 490,000 (22%) 
Working Capital Ration one ot ees | 1.43:1 ( 8%) 


SALES 


Sales dollars for the year 1971 were down 6% from the year 1970, however, pounds of 
yarn sold were up 22%. 


The main reasons for lower sales in 1971 were a change to commission throwing of some 
yarns and erosion of the selling prices on all products. 


Selling prices of textured polyester yarns fell by 25% over the year and of textured nylon 
by 10%. 


The sale of polyester yarns did not reach the level anticipated because of the swing of 
ladies fashions away from polyester in mid year. 


EARNINGS 


The loss before giving effect to income taxes was $113,000 compared to $275,000 in 1970. 
An income tax adjustment of only $33,000 was available in 1971 compared to an income tax ad- 
justment of $131,000 in 1970. The net loss for 1971 was $80,000 in 1971 compared to $144,000 
in 1970. 


Another major factor affecting earnings in 1971 was the erosion of the upcharge* available 
to the Company on its products as market prices continued to be pushed downward by imported 
yarn prices. 


*(Difference between raw material cost and selling price). 


BALANCE SHEET 


Working capital decreased by $110,000 (22%) mainly as a result of the increase by 
$102,000 of long-term debt payable within one year. 


Inventories show an increase of $77,000 (15%) due to increased poundage on hand re- 
quired to service the expected increase in sales from the equipment installed in mid 1971. 
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Receivables show a favourable decrease of $30,000 (3%) and in addition the percentage 
of current shipments to total receivables has increased substantially. 


Fixed asset additions were $477,000 during the year with the addition of high speed versa- 
tile texturizing equipment. 


Long-term debt increased by $249,000 (48%) in 1971 with the additional borrowing re- 
quired to finance the equipment acquisitions. 


The final redemption ($60,000) of 644% mortgage bonds will take place in September, 
1972; 


THE OUTLOOK 


The outlook for 1972 depends heavily on the implementation of the Federal Govern- 
ment’s Textile Policy. 


The polyester over capacity in Japan and Europe—coupled with the global trading agree- 
ments recently concluded by the United States has left the Canadian market a prime target for the 
importation of yarns, fabrics and garments at prices below the Canadian producer’s cost of manu- 
facture. 


The outcome of the hearings now in progress with the Textile & Clothing Board on Knit 
and Woven fabrics, will have a direct bearing on the markets your company serves. In addition 
a hearing has been requested on yarn imports. 


UNION AGREEMENT 


The labour relations agreement with the union representing our employees was signed for 
the period January 1, 1972 to December 31, 1973. 


EMPLOYEES 


We wish to express our thanks to all our employees for their loyalty and support through 
a very difficult year. 
A. GOLD 
President 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 
RIVERSIDE YARNS LIMITED 


We have examined the balance sheet of Riverside Yarns Limited as at December 31, 1971 
and the statements of earnings, retained earnings and source and application of funds for the year 
then ended. Our examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in the cir- 
cumstances. 


In our opinion these financial statements present fairly the financial position of the comp- 
any as at December 31, 1971 and the results of its operations and the source and application of 
its funds for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Galt, Ontario THORNE, GUNN, HELLIWELL & CHRISTENSON, 
February 1, 1972 Chartered Accountants 
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Riverside Yarns Limited 
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STATEMENT OF EARNINGS 
YEAR ENDED DECEMBER 31, 1971 
(with comparative figures for 1970) 


1971 
SN nr ae ee Mme Ton mn Teena Pe es $4,448,320 
Cost of goods sold, excluding depreciation .........0.0....00...cccceeeee 3,836,121 
Gross profit; excluding “depreciation” <..0...0. eee. 612,199 
Selling’ and “administrative expenses t.cc0.00). ee 404,892 
Interestwon lone=teri-debtr....,.a eee ee ee 88,758 
Financing expenses amortized accu chee el ee Gr 

497,417 
Karnmys before ancermoted atems 6c. ee ee 114,782 
Prot (loss) 701 sale Uf te car assets eee 3,729 

118,511 
DDEPYE GRATION ot iense sf eee NE A 231,983 
Loss’ before simeome “taxes cde eo 113,472 


Income taxes (note 5) 
Recoverable — 


Deferred “reduction! 3/7. ee eee 33,421 
33,421 
LOSS POR THE: YEAR (note 7) oe cee eee $ 80,051 


STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1971 
(with comparative figures for 1970) 


1971 
Balance. at begmning ‘of-vear ats oe ee ee ee $ 482,479 
Toes FOr TS Vea als eee acon eee ll en ee eee eee 80,051 
Expenses:te capital reoreanizavon i, 640.0 eee — 
80,051 
BALANCE: AT END: OF AR eee ee eee $ 402,428 
four 


1970 


$4,719,889 
4,173,538 


546,351 


449,518 


72,653 
4,066 


526,237 


20,114 
(32,887) 


(12,773) 


262,234 


275,007 


38,959 
91,764 


130,723 


$ 144,284 


———SSSSSS_= 


1970 


$ 634,056 


144,284 
7,293 


151,577 


$ 482,479 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


YEAR ENDED DECEMBER 3], 1971 
(with comparative figures for 1970) 


1971 
SOURCE OF FUNDS 
Operations 
Pte OU LCR VCO ei) ue as Rls yl ee a ane Gal eee $ (80,051) 
Items not involving current funds 
Depreciation and amortization (0.0.0.0 ccs cl beecseelels 235,750 
EE CEEEC VATION ANOS si ie Pd Sewer ns Sod dpeess (33,421) 
(Prott) loss, on sale of fixed assets. ccoiicecsoleonsnscsecs av onceece (3,729) 
118,549 
PrOCceUs frONd SAle Of -TEROC BSSCUS 52k cs pee be hep nensnogseie wes ions 4,426 
PROCECCS (Ol NOMAVS. PAVADIS. icc cisiacciseiniticr-.sdsageasuduerene 500,000 
622,975 
APPLICATION OF FUNDS 
PCG LIZ EC ASSOUS boy cas Sarandd ae Soliawinllody sarin adBines Gayehaienrensn 476,804 
Principal on long-term debt paid or included 
Teer iT hat WittleS ee OTe SPU ee clases 250,400 
PF aANCINS= CXPENSES® CUTTER ec... h a teleess etl pees Mo dene ee ae 5,392 
Mxpenses re Capital reorganization 2.c.ccc lie cence ccceserecodvactees — 
732,596 
INCREASE (DECREASE) IN WORKING CAPITAL .............. (109,621) 
WORKING CAPITAL AT BEGINNING OF YEAR ................ 490,004 


WORKING CAPITALCAT ENDO YEAR ke .06s05..c8e-0248 


$ 380,383 


1970 


$ (144,284) 


266,300 
(91,764) 
32,887. 


63,139 
179,296 


242,435 


18,861 


140,400 
150 
7,293 


166,704 


75,731 
414,273 


$ 490,004 


——S 
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Riverside Yarns Limited 


(Incorporated under the laws of Ontario) 


BALANCE SHEET — DECEMBER 31, 1971 
(with comparative figures at December 31, 1970) 
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IS 1971 1970 
CURRENT ASSETS 
Accounts: receivables a vc.000 icon ice ee $ 917,600 $ 947,170 
Income: taxes recoverable juc.).2 sei ee 2,361 42,707 
Inventories (ote as wh. .ick |. See ea See 589,291 511,801 
Prepaid expenses 3..07.s.55,5aucouucn eee eee 4,213 73,828 
Deposits on. equipment purcitases ....2.24.5..0 eee — 41,063 
1,582,465 1,616,569 
FIXED ASSETS (note 2) 
Land, buildings, machinery and equipment ............................ 2.510.212 2,171,846 
Less accumulated: depreciation. 420 0).5 eee 1,440,804 1,281,503 
1,134,468 890,343 
DEFERRED FINANCING EXPENSES, less amortization .... 9,777 8,153 
$2,726,710 $2,515,065 
LIABILITIES 
CURRENT LIABILITIES 
Bankiaidvancess (Mote 3) Sct cate a iw i $ 249.941 $ 421,609 
Accounts payable and accrued liabilities ................000 674,488 533,165 
Taxes pay alegre, Gh AOS Re a cs noe 43,263 31,391 
Principal due within one year on long-term debt .................. 242,090 140,400 
1,202,082 1,126,565 
LONG-TERM: DEB Teimote. 4)... 25.5. os ee ee 764,200 514,600 
DEFERRED INCOME7TAXES ‘(note 5). ee — 33,421 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (note 6) 
Authorized 
120,000 Class A $.50 cumulative convertible 
voting shares without par value 
290,000 Common shares without par value 
Issued 
120,000 Class A shares 
170,000 Common shares fost 358,000 358,000 
RETAINED EARNINGS Fn 8 ee ee 402,428 482,479 
760,428 840,479 
$2,726,710 $2,515,065 


Director: J. S. DEACON Approved by the Board 


SIX 


Director: W. W. LAIRD, Q.C. 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1971 


1. INVENTORIES 1971 1970 
| RCOSTID IRENE EN CS Ha OM hi 20 ete Spon a ole Sea) Rees a TR A Se $ 131,833 $ 102,594 
VN A UTS LOCOS St Gee erecta to ee ee ME st ain eA oni rdseaos 124,789 115,657 
STEN Set P6207 Kink 8 tm tele ie Re RR sa oe. a ee ae a 332,669 293,550 
$ 589,291 $ 511,801 


Raw materials are valued at lower of cost and replacement cost. Work in process and finished goods 
are valued at lower of cost and net realizable value. 


2. FIXED ASSETS 


1971 1970 
Asset Accumulated 
value depreciation Net Net 
jb seine Oe a Oe $ 6,600 ae $ 6600 $ 6,600 
Lev ETE Fe hk De U7 ia et Aiea pen me RS 383,305 $ 262,839 120,466 124,566 
Machinery and equipment .....................ccc8 2,185,367 1,177,965 1,007,402 TOO,LTT 


$2,575,272 $1,440,804 $1,134,468  $ 890,343 
Land and buildings are valued at replacement value as of April 20, 1928 with subsequent additions 
at cost. Machinery and equipment are valued at cost. 


It is the company’s policy to write off the cost of fixed assets over the estimated number of years 
in which the asset can economically contribute to earnings. 


Asset Class Rate * Method 
:RTREIG LV Ay tics, eka Tat OF en RIN SN la ate ER 5% declining balance 
Machinery and equipment 
ACA OS PriIOk CO. LOGO »<.u.08 occ cress 20% declining balance 
1968 and subsequent additions mainly .... 20% straight line 


3. BANK ADVANCES 


Accounts receivable and inventories are pledged as security for bank advances. 


4, LONG-TERM DEBT 
64%4% First mortgage sinking fund bonds, Series A, 


Mating SeMrenIDel iD loro eras eee ee yer k, Me le, ee : $ 60,000 $ 70,000 
9% Mortgage loan, maturing February 22, 1975 000000... 254,600 335,000 
12% Mortgage bond, maturing December 15, 1975 0.000.000.0000... 200,000 250,000 
12% Morteave:loan, maturing April) 23) 1977 s2..2..2.scee een. 491,690 a 

1,006,290 655,000 
Less principal included in current liabilities ..................000.00000... 242,090 140,400 
$ 764,200 $ 514,600 
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Riverside Yarns Limited 


4. LONG-TERM DEBT (Continued) 


These debt instruments are secured by the company’s fixed assets and in addition the 12% mortgage 
loan is secured by a floating charge on all assets and undertakings of the company. 


Principal due within each of the next five years is as follows: 


1972 $249,090 
1973 226,400 
1974 226,400 
1975 159,400 
1976 96,000 


5. INCOME TAXES 


In 1971 depreciation recorded in the accounts exceeded capital cost allowance claimed for tax pur- 
poses with the result that undepreciated capital cost exceeded net book value of depreciable fixed 
assets at December 31, 1971. 


Excess of undepreciated capital cost over net book value of depreciable fixed assets amounting to 
approximately $60,000 is available as a deduction from future income for tax purposes. The tax effect 
of this excess has not been recorded in the accounts. 


Additional capital cost allowance which does not affect deferred income taxes is available for 
Federal tax purposes under Regulation 1102 (15) (16) of the Income Tax Act in the amount of ap- 
proximately $70,000. 


6. CAPITAL STOCK 


The Class A shares are convertible into common shares on the basis of one common share for each 
two Class A shares converted. 


Dividends on Class A shares are paid to December 31, 1969 and arrears at December 31, 1971 
amount to $1 per share totalling $120,000. 


Conditions attaching to the mortgage loans place certain restrictions on the payment of dividends. 


7. LOSS PER COMMON SHARE 


Loss per common share after provision for cumulative dividends for the year on Class A shares: 
1971, $.82; 1970, $1.20. 


8. OTHER STATUTORY INFORMATION 


! ; : ' : 1971 1970 
Direct remuneration of directors and senior officers 
(as defined. by The Business ‘Corporations’ Act) .........4. ee eee $ 84,022 $ 81,504 
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PROFIT and L035 
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Riverside Yarns Limited 


LINE - SALES IN MILLIONS OF POUNDS 


: Beata | era 
4 4 
3 3 
2 2 
1 i 
0 0 


966° Or oR ae 
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Sixenueak 
Financial Summary 


See Overleaf 


INCOME AND EXPENSE 
Sales 


Cost of goods sold excluding depreciation 


Gross profit 


Selling and administrative expenses 


Directors’ fees 
Interest on long-term debt 
Financing expenses amortized 


Earnings before undernoted items 
Profit (loss) on sale of fixed assets 


Depreciation 


Earnings (loss) before income taxes 


Income taxes 
Current 
Deferred 


Net earnings (loss) for year 


FINANCIAL AND OTHER INFORMATION 


Working capital 

Working capital ratio 
Long-term debt 

Shareholders equity ts 
Number of shares outstanding — 


Equity per share — 


Net earnings (loss) per share 
Dividends paid per share — 


Dividend arrears per share = 
Cash flow from operations 


% of cash flow to shareholders’ equity 


Purchase of fixed assets 
Fixed assets (net) 


NOTE: Number of shares outstanding and per share items have been restated for years prior to 1970 to reflect the 1970 capital reorganization. 


Class A 


Common 
Class A 
Common 


— Common 


Class A 
Common 
Class A 


SIX YEAR FINANCIAL SUMMARY 


a 


1971 1970 1969 1968 1967 1966 
$4,448,320 $4,719,889 $4,797,135 $4,745,554 $3,615,773 $2,792,888 
3,836,121 4,173,538 4,070,176 3,982,072 3,266,049 2,533,180 
612,199 546,351 726,959 763,482 349,724 259,708 
meds ae 403,692 448,918 327,538 286,648 223,626 194,878 
1,200 1,300 2,600 1,300 1,800 1,500 
88,758 72,653 46,425 23,483 30,105 33,692 
Ne eee ee 3,767 4,066 1,665 1,636 2,157 2,448 
497,417 526,237 378,228 313,067 257,688 232,518 
114,782 20,114 348,731 450,415 92,036 27,190 
3,729 (32,887) 10,845 2,399 999 (998) 
118,511 (12,778) 359,576 452,814 93,035 26,192 
231,983 262,234 183,577 123,146 96,998 109,547 
(113,472) (275,007) 175,999 329,668 (3,963) (83,355) 
(38,959) 38,959 71,329 
(33,421) (91,764) 44,436 85.861 (299) (29,404) 
(33,421) (130,723) 83,395 157,190 (299) (29,404) 
$ (80,051) $ (144,284) $ 92,604 $172,478 $ (3,664) $ (53,951) 
1971 1970 1969 1968 1967 1966 
380,383 490,004 414,273 621,510 526,155 549,339 
1.32:1 1.43:1 1.35:1 1.68:1 1.60:1 1.64:1 
764,200 514,600 655,000 494,900 243,520 350,480 
760,428 840,479 992,056 966,066 793,588 769,252 
120,000 120,000 120,000 120,000 120,000 120,000 
170,000 170,000 170,000 170,000 170,000 142,000 
3.21 3.19 3.42 3.33 9.74 2,94 
ned: 9,21 2.69 3.42 3.33 2.74 2.94 
EY cer Rae (82) (1.20) 19 1.01 (.02) (.48) 
ee = = 50 == = 125 
1.00 50 = = = = 
122,278 30,252 322,282 383,121 95,192 28,640 
16.1% 3.6% 32.4% 39.7% 12.0% 3.7% 
ee 476,804 18,861 632,762 544,379 43,254 42,260 
1,134,468 890,343 1,345,899 915,362 500,857 558,439 
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